
Introduction to Strategic Sourcing & Procurement

Quick?reference guide for students, new hires, or anyone needing a concise overview.

1. What Is Strategic Sourcing?

Aspect Definition Why It Matters

Scope

A systematic, data?driven approach to acquiring

goods and services that aligns with the

organization’s long?term goals.

Moves purchasing from

“transactional” to “value?

creating.”

Goal

Optimize total cost of ownership (TCO), improve

supplier performance, mitigate risk, and foster

innovation.

Delivers measurable savings

and competitive advantage.

Key

Principle

Fit?for?purpose – choose suppliers that best

support the business strategy, not just the lowest

price.

Ensures resources are directed

where they add the most value.

2. How Procurement Differs from Strategic Sourcing

Dimension Procurement (Traditional) Strategic Sourcing

Focus
Day?to?day buying, order processing,

contract compliance.

Long?term supplier relationship, market

analysis, strategic alignment.

Time

Horizon
Short (order?to?cash cycle). Medium?to?long (1?5?years).

Decision

Basis
Price, availability, basic specifications.

Total cost, risk, innovation potential,

sustainability, strategic fit.

Outcome Transaction completed.
Ongoing partnership that drives continuous

improvement.

3. The Strategic Sourcing Process (8?Step Model)
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1. Define Business Objectives & Requirements

Align with corporate strategy (e.g., cost leadership, differentiation).

Capture functional specifications, service levels, and performance metrics.

2. Spend Analysis

Consolidate spend data (ERP, invoices, e?procurement).

Identify high?spend categories, maverick spend, and consolidation opportunities.

3. Market Research & Intelligence

Assess supplier landscape, market trends, pricing dynamics, and emerging

technologies.

Use sources: industry reports, trade shows, analyst briefings, benchmarking studies.

4. Develop Sourcing Strategy

Choose the appropriate approach: single?source, dual?source, multiple?source,

global sourcing, outsourcing, make?or?buy, etc.

Define evaluation criteria (cost, quality, risk, ESG, innovation).

5. Supplier Identification & Qualification

Create a supplier shortlist using RFP/RFI responses, pre?qualification

questionnaires (PQQ), and capability audits.

Conduct site visits, financial health checks, and compliance reviews.

6. Negotiation & Contracting

Use structured negotiation tactics (BATNA, win?win, value?based pricing).

Draft contracts that include KPIs, SLAs, price?adjustment mechanisms, and exit

clauses.

7. Implementation & Transition

Develop a transition plan (knowledge transfer, change management, pilot runs).

Integrate suppliers into ERP/e?procurement systems; set up performance dashboards.

8. Performance Management & Continuous Improvement
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Track KPIs (cost savings, on?time delivery, quality defect rate, ESG scores).

Conduct regular business reviews, root?cause analysis, and renegotiate as needed.

4. Core Concepts & Tools

Concept Description
Typical

Tool

Total Cost of Ownership

(TCO)

All direct & indirect costs over the life cycle of a

product/service.
Cost?
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